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SUMMARY 


This  paper  presents  in  outline  form  the  elements  of  an  economic 
development  strategy  for  Eastern  Ontario.  There  are  three  major  components  to 
the  report: 

I.  A  Policy  Framework  for  Economic  Development: 

.  guidelines  to  focus  policies  and  programs  on  the  full  development 
potential  of  Eastern  Ontario  in  future  years; 

.  some  thirty  possible  new  initiatives  in  the  form  of  a  resources  strategy, 
a  manufacturing  strategy,  and  a  community  revitalization  strategy. 

II.  The  Eastern  Ontario  Economy  -  Structure  and  Performance: 

.  an  analysis  of  problems  and  prospects  of  the  regional  economy  with 
implications  for  major  eastern  communities; 

.  a  review  of  some  twenty  Provincial  Government  initiatives  which  are 
currently  underway. 


HI.  Proposals  for  Follow-up  Action 


I.  A  Policy  Framework  for  Economic  Development 

This  section  outlines  additional  policy  guidelines  and  initiatives  which  could 
be  considered  to  augment  provincial  efforts  in  Eastern  Ontario. 

It  is  recommended  that  a  set  of  guidelines  for  all  new  ministry  policies  as 
they  affect  Eastern  Ontario  be  developed  to  reflect  three  major  priorities: 

1.  Increase  private  sector  development  and  gradually  reduce  the 
percentage  of  employment  directly  dependent  on  the  public  sector. 

2.  Gradually  reduce  the  dependence  of  the  existing  private  sector  in  the 
region  on  various  forms  of  government  support  and  protection. 

3.  Emphasize  the  development  of  the  comparative  advantages  of  the 
region,  in  particular  -  its  natural  resources,  stable  communities  and 
labour  force,  land-climate  base,  and  transportation  and  market 
potential. 

With  these  broad  priorities  in  mind,  the  report  outlines  three  strategies 
geared  to  resources,  manufacturing  and  communities  revitalization.  To  support 
these  strategies,  some  31  specific  policy  recommendations  are  advanced. 


It  should  be  emphasized  that  not  all  of  these  recommendations  could  or 
should  be  implemented  immediately.  Rather,  they  are  intended  as  a  range  of 
specific  development  alternatives  from  which  a  package  of  Eastern  initiatives 
could  be  chosen  for  further  development.  The  essence  of  these  three  strategies 
and  recommendations  is  outlined  below  - 

A  Resources  Strategy 

.  instil  greater  efficiencies  into  the  national  industrial  milk  plan; 

.  diversify  the  farm  base  through  expanded  fodder-corn  and  beef 

production; 

.  survey  and  promote  the  development  of  the  mineral  and  forest 
resources; 

.  encourage  higher  levels  of  tourist  spending  with  stop-overs  on  regional 
waterways. 

A  Manufacturing  Strategy 

.  rationalize  government  incentives  and  consolidate  capital  grants/loans 
to  encourage  investment  for  productivity  improvement  and  product 
specialization; 

.  initiate  an  annual  review  of  the  competitive  position  of  the 
manufacturing  base  and  its  outlook  as  a  means  of  allocating  incentives; 

.  accelerate  the  anticipated  development  of  Ontario  Hydro's  power 
projects  in  the  region  —  at  Renfrew-Arnprior  and  at  Edwardsburgh.  (If 
consistent  with  future  load  growth  forecasts). 

A  Community  Revitalization  Strategy 

.  develop  the  locational  advantages  of  the  five  major  centres  (Ottawa, 
Kingston,  Cornwall,  Belleville,  Brockville-Trenton)  for  commercial 
office  growth  via  downtown  revitalization  and  rail  corridor 
development; 

.  establish  a  small  community  initiatives  program  to  tap  the  productive 
energies  of  the  180-odd  small  municipalities  towards  self-improvement. 

These  initiatives  would  form  a  broad  plan  of  action  for  the  Regional 
Priority  Budget,  for  future  federal-provincial  negotiations  on  shared-cost 
development  programs,  and  for  a  possible  modification  to  provincial  and  federal 
policies  and  programs  in  Eastern  Ontario  in  the  1980's. 


II.  The  Eastern  Ontario  Economy  -  Structure  and  Performance 

While  Eastern  Ontario  has  traditionally  lagged  behind  the  rest  of  the 
Province,  it  outperformed  the  provincial  average  in  employment  and  output 
growth  during  the  major  economic  advance  of  1972-74.  However,  the  region  has 
suffered  a  deeper  recession  in  1975  and  its  economic  recovery  has  been  more 
hesitant  than  for  the  Province  as  a  whole  in  1976  and  1977.  The  unemployment 
rate  for  the  region,  which  is  currently  7.9  per  cent,  has  hovered  above  provincial 
averages  in  the  past  three  years.  The  over-riding  forces  behind  the  region’s 
economic  performance  have  been: 

.  a  rapid  major  expansion  in  federal  and  provincial  civil  services  for  two 
decades  with  subsequent  freezes  and  cutbacks  in  growth; 

.  accelerated  investment  and  expansion  in  man-made  textiles  fibres, 
computer  and  communications  equipment,  and  metal  fabrication  in 
1972-74  followed  by  a  world  glut  in  textiles  and  manufactured  dairy 
products,  a  rapid  change  and  obsolescence  in  communications 
technology,  and  a  general  rise  in  production  costs  in  Canada  coincident 
with  softening  of  export  markets  for  fine  paper,  wood  products  and 
home  hardware  in  the  post-1974  period; 

.  the  increasing  participation  of  low-cost  countries  in  standard 
technology  production  such  as  textiles,  clothing,  office  machinery  and 
communications  equipment  has  resulted  in  a  declining  domestic  market 
share  for  most  of  the  top  manufacturing  industries  in  the  1 970’s. 

Eastern  Ontario  is  almost  a  public  economy.  One  out  of  four  workers  are 
civil  servants;  four  of  the  top  six  manufacturing  industries  are  directly  dependent 
on  government  support  in  the  form  of  direct  payments,  regulations,  or  tariff  and 
quota  protection;  ten  of  the  top  60  manufacturing  corporations  are  directly  tied 
into  federal  government  contracts;  the  average  federal  subsidy  to  the  dairy 
farmer  last  year  was  $14,000.  Government  at  all  levels  has  an  overriding  role  in 
structuring  and  directing  growth  in  Eastern  Ontario. 

Over  the  past  five  years  the  Province  has  undertaken  a  wide  number  of 
programs  designed  to  expand  and  diverify  the  employment  base  and  to  upgrade 
the  development  of  natural  resources.  Some  of  these  programs  have  been 
completed  while  some  are  still  in  their  initial  stages.  The  federal  government 
has  been  a  partner  in  a  number  of  these  initiatives  under  the  General 
Development  Agreement  and  ARDA.  These  programs,  which  amount  to  some  20 
substantive  initiatives,  are  fully  detailed  in  the  paper. 


HI.  Proposed  Follow-up  Action 


There  are  a  number  of  ways  of  pursuing  a  regional  development  strategy 
for  Eastern  Ontario. 

The  first  option  would  be  similar  to  the  process  followed  for  Northwestern 
Ontario  in  1970  with  policy  recommendations  published  as  a  green  paper  for 
public  discussion  and  eventual  government  acceptance. 

The  second  option  would  be  to  follow  a  line  of  inter-ministerial  discussion 
leading  towards  Cabinet  endorsement  of  at  least  some  new  policies  before  any 
public  announcements  or  publication  of  a  "strategy".  This  document  could  form 
the  basis  of  such  discussions. 

Some  combination  of  both  could  also  be  followed.  For  example,  a  draft 
strategy,  with  or  without  specific  recommendations,  could  be  published  as  a 
green  paper  for  public  discussion.  At  the  same  time  an  internal  process  dealing 
with  specific  recommendations  could  proceed. 
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I.  A  POLICY  FRAMEWORK  FOR  ECONOMIC  DEVELOPMENT 

IN  EASTERN  ONTARIO 

A.  Introduction 

From  a  superficial  point  of  view,  the  economy  of  Eastern  Ontario  should  be 
one  of  the  most  competitive  in  Canada.  Historically  the  Region  has  been  well 
serviced  by  major  rail  and  water  transportation  systems  and  lies  within  striking 
distance  of  major  Canadian  and  North  American  industrial  and  consumer 
markets.  It  has  a  Strong  natural  resource  base,  many  well  established 
communities  and  a  good  resident  labour  force.  Yet  in  recent  decades  the 
performance  of  this  Region  has  been  characterized  by  sluggish  population 
growth,  pockets  of  high  unemployment  and  relatively  low  income  per  capita.  The 
structure  and  problems  of  the  Eastern  economy  are  fully  analyzed  in  the  next 
section. 

It  is  a  clearly  stated  priority  of  the  Government  to  initiate  programs  which 
will  improve  the  economic  performance  of  the  Region.  Over  the  past  five  years 
or  so  the  Province  has  undertaken  or  is  undertaking  a  number  of  initiatives,  on  its 
own  and  in  conjunction  with  the  federal  government,  designed  to  develop, 
diversify  and  upgrade  the  Eastern  economy.  These  are  outlined  in  the  next 
section  of  the  paper. 

The  Strategy  outline  in  this  paper  would  represent  a  major  additional  effort 
consisting  of  specific  policy  initiatives  and  a  set  of  objectives  designed  as  a  guide 
for  a  coordinated  policy  effort  by  all  Ontario  ministries. 


B.  General  Guidelines  and  Priorities 

The  economic  analysis  presented  in  Section  II  cites  four  major  issues  in  the 
Eastern  Ontario  economy  as  it  enters  the  1980's. 

.  overdependence  on  a  slow-growing  or  frozen  public  sector  for  direct  and 
indirect  job  creation; 

.  dependence  on  favourable  government  policy  decisions  in  the  form  of 
continued  trade  protection  in  key  manufacturing  and  resource  sectors 
such  as  textiles  and  dairy,  and  in  the  form  of  continued  subsidization  of 
dairy  farm  incomes,  new  manufacturing  investment,  and  land  drainage; 

.  a  generally  uncompetitive  manufacturing  base  in  the  form  of  small 
scale  plants  with  low  labour  productivity,  high  labour  intensity,  and 
standard  production  technology  with  an  unfavourable  market 
orientation; 
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.  natural  resource  problems  in  the  form  of  under-managed  forests,  an 
aging  farming  population,  and  inherently  poor  land  drainage. 

Recently  there  has  been  a  great  deal  of  government  policy  focus  on 
Northern  Ontario.  It  is  important  to  note  that  the  underlying  development  issues 
of  the  Eastern  economy  present  challenges  quite  different  to  those  of  the  North. 
For  example,  more  government  employment,  which  is  commonly  advocated  as  a 
tool  for  diversifying  the  local  economic  base,  already  takes  up  a  large  portion  of 
the  Eastern  Ontario  labour  force.  In  the  North,  the  emphasis  is  on  the  problems 
related  to  depletion  of  the  resource  base  while  in  Eastern  Ontario  the  focus  is  on 
the  under-utilization  of  natural  resources.  Finally,  unlike  Northern  Ontario,  the 
East  has  to  some  extent  developed  a  more  diversified  manufacturing  base  but 
this  is  highly  vulnerable  to  future  government  policies,  particularly  tariff 
protection  and  adjustment  assistance. 

In  view  of  these  issues,  it  is  suggested  that  all  ministries  consider  the 
following  guidelines  when  they  are  reviewing  policies  and  programs  in  Eastern 
Ontario  - 

Suggested  Guidelines 

Private  Sector  Development; 

.  Priority  should  be  placed  on  expanding  both  the  scope  and 
competitiveness  of  the  private  sector  in  Eastern  Ontario.  Public  sector 
employment  should  be  de-emphasized. 

De-regulation; 

.  Long-run  dependence  of  private  firms  and  farms  on  government  support, 
both  financial  and  regulative,  should  be  gradually  reduced. 

Comparative  Advantages: 

.  Private  and  Public  initiatives  should  be  based  on  the  comparative 
advantages  of  the  Region  including  its  natural  resources,  stable 
communities  and  labour  force,  transportation  facilities,  market 
proximity  and  good  land-climate  base. 
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C.  Policy  Recommendations 

As  indicated  above,  a  coordinated  economic  development  program  for 
Eastern  Ontario  should  concentrate  on  private  sector  development  in  both  the 
resource-based  and  manufacturing  industries.  This  section  presents  a  resources, 
manufacturing  and  community  revitalization  strategy  for  Eastern  Ontario.  Each 
strategy  is  accompanied  by  a  number  of  specific  policy  proposals  and  cost 
estimates,  where  applicable. 

A  Resources  Strategy 

The  resource-based  industries  in  Eastern  Ontario  will  possibly  become  the 
major  propulsive  sectors  in  the  region's  economy  in  the  next  decade.  The  natural 
resources  hold  many  market  advantages  which  to  date  have  been  distorted, 
overlooked,  or  even  constrained  by  federal  sector  policies  such  as  the  National 
Milk  Plan.  The  future  development  of  Eastern  Ontario,  therefore,  might 
emphasize  the  development  of  natural  resources  in  the  form  of: 

.  silviculture  (hybrid  poplar) 

.  forest  management 
.  expanded  mining  operations 
.  dairy  deregulation 
.  beef  and  corn  expansion 
.  selective  tourist  promotion. 

(i)  Agriculture 

The  decline  of  the  dairying  industry  and  the  recent  encouraging 
introduction  and  development  of  new  hybrid  corn  in  the  region  suggests  the 
Province  initiate  action  on  two  fronts  to  bolster  and  diversify  agriculture: 

.  a  policy  review  and  amendment  process  of  national  supply  management 
in  industrial  milk; 

.  further  assistance  to  the  livestock  industry  (beef,  hogs)  to  take 
advantage  of  the  new  developing  base  of  feed  grains. 

Possible  initiatives  to  resolve  the  trend  to  dropping  consumption  of 
manufactured  milk  products  and  production  inefficiencies  in  the  dairy  industry 
are: 


1.  Negotiate  two  amendments  to  the  National  Industrial  Milk  Marketing 
Plan  to  improve  productivity.  Specifically: 

.  That  interprovincial  transfers  of  market-sharing  quota  (M5Q)  be 
based  on  calculated  average  costs  of  production  not  on  filling  quota; 
(no  cost) 
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.  That  federal  direct  subsidies  be  based  on  higher  production  levels 
per  farm  (no  direct  cost).  In  Ontario  before  can  conversion  became 
mandatory  in  October  1977,  there  were  approximately  600  milk 
producers  who  would  be  affected  by  a  100  per  cent  raising  of  subsidy 
standards.  This  represents  6  per  cent  of  total  eligible  producers  in 
the  province.  Roughly  200-250  (4  per  cent)  producers  in  Eastern 
Ontario  would  become  ineligible  for  direct  subsidies  if  butterfat 
production  limits  were  doubled. 

2.  Gradually  bring  Ontario  industrial  milk  prices  into  line  with  the  level  of 
those  in  Quebec  (no  cost). 

3.  Exempt  Cheddar  milk  (class  5a)  from  Plant  Supply  Quota  as 
administered  by  the  Ontario  Milk  Marketing  Board  (no  cost). 

4.  Enrich  in  Eastern  Ontario  the  Ministry  of  Agriculture  and  Food's  dairy 
herd  improvement  program  ($230,000  potentially  cost  shared). 

The  thrust  of  the  dairy  initiatives  should  be  to  raise  milk  production  per 
cow  and  lower  unit  costs.  Improved  farm  productivity  is  the  major  solution  to 
restoring  milk  consumption  under  the  current  supply  management  system.  The 
National  Milk  Plan  must  permit  low-cost  areas  such  as  Eastern  Ontario  to  gain  a 
larger  share  of  the  production  quota  from  higher  cost  areas  such  as  the  Prairies. 

Corn  production  has  expanded  rapidly  in  Eastern  Ontario  in  the  past  ten 
years  with  the  availability  of  new  hybrid  varieties,  provincial  drainage 
assistance,  and  favourable  milk  feed-price  ratios.  The  corn  acreage  will  continue 
to  expand  in  the  South  Nation  Basin  with  channelization  and  drainage 
improvements.  The  region  now  has  a  comparative  advantage  in  fodder  corn  but 
grain  corn  production  still  has  some  disadvantages.  This  developing  corn  base 
can  be  used  to  diversify  the  farm  sector  and  offset  the  rationalization  in 
dairying.  To  do  this,  there  are  four  complementary  actions  of  the  government 
which  could  be  implemented  under  ARDA  or  the  G.D.A. 

3.  Complete  a  federal-provincial  subsidiary  agreement  on  major  drainage 
in  the  South  Nation  River  (up  to  $30  million  cost  shared). 

6.  Continue  federal-provincial  cost-sharing  of  municipal  drainage  projects 
if  ARDA  expires  ($300,000  per  year). 

7.  Implement  a  beef  herd  improvement  program  through  the  Ministry  of 
Agriculture  and  Food  ($300,000  potentially  cost  shared). 

8.  Assist  the  construction  of  an  integrated  meat  packing  plant  which  has 
federal-provincial  licence  ($1,000,000  cost  shared). 
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To  date,  the  beef  industry  in  Eastern  Ontario  has  been  constrained  by  poor 
genetic  quality  and  distance  to  market.  The  upgrading  of  herd  quality  and  the 
development  of  an  integrated  abattoir  are  seen  as  major  interventions  towards 
diversifying  the  agricultural  base.  The  impact  of  beef  production  initiatives 
would  be  felt  most  in  Renfrew,  Ottawa-Carleton  and  the  South  Nation  Basin. 

(ii)  Forestry  and  Minerals 

The  New  Forests  Sub-agreement  on  hybrid  poplar  is  a  good  start  to 
resolving  wood  fibre  shortages  for  the  mills  located  on  the  Ottawa  River  and  at 
Cornwall.  There  are  extensive  wood  fibre  resources,  however,  in  the  existing 
woodlots  throughout  the  region  as  well  as  in  the  forests  on  the  Canadian  Shield. 
These  resources  have  potential  for  rural  employment  and  possibly  for  a  new  mill 
operation.  To  expand  the  exploitation  of  these  resources,  the  Province  could 
initiate  two  projects: 

9.  A  woodlot  use  and  improvement  program  to  encourage  wood  harvesting 
and  management  as  well  as  home  conversion  to  wood  heating  ($1,800,000 
cost  shared). 

10.  A  detailed  inventory  of  Canadian  Shield  forests  to  update  data  last 
collected  in  the  1950's  ($1,200,000  cost  shared). 

An  Eastern  Ontario  Economic  Development  Strategy  would  emphasize  the 
biophysical  and  market  advantages  of  woodfibre  development  in  the  region  over 
conventional  Northern  timberlands.  Eastern  Ontario  receives  between  2100  and 
3000  heat  units  for  corn,  whereas  Northern  Ontario  receives  only  1900  or  less. 
Moreover,  the  East  has  a  better  grade  of  soils,  has  a  good  supply  of 
infrastructure,  and  is  relatively  close  to  major  markets.  Recognizing  these 
advantages,  both  traditional  and  silvicultural  means  of  v/ood  fibre  production 
should  be  emphasized.  A  major  initiative  has  already  been  undertaken  with  the 
New  Forests  Agreement. 

The  geology  of  Eastern  Ontario  is  favourable  to  deposits  of  uranium,  base 
metals,  industrial  rocks  and  minerals,  and  construction  aggregates.  As  noted  in 
the  following  section,  marketable  deposits  of  magnetite,  silica  and  calcium 
carbonate  have  been  found  in  the  past  year  and  active  exploration  for  uranium 
continues  at  Bancroft  and  Sharbot  Lake.  In  addition,  studies  by  the  Ministry  of 
Natural  Resources  indicate  there  may  be  commercial  quantities  of  aggregate  at 
Edwardsburgh  and  along  the  St.  Lawrence  River.  These  could  be  shipped  by 
barge  to  Toronto-Montreal  and  Great  Lakes  markets.  The  Province  could 
promote  this  renewed  interest  in  the  mineral  potential  of  Eastern  Ontario  with 
two  immediate  initiatives. 


-6- 

11.  A  geoscience-survey  program  sponsored  by  ihe  Community  and  Rurai 
Resource  Sub-agreement  ($2,000,000  cost  shared). 

12.  A  short  feasibility  study  by  MNR  on  the  prospects  of  moving  aggregate 
from  the  Picton  and  Prescott  docks  to  Great  Lakes  markets  ($30,000). 

These  initiatives  would  complement  the  current  provincial  efforts  to 
accelerate  the  mining  of  industrial  minerals. 

(iii)  Tourism 

The  Region  has  a  reasonably  strong  base  of  tourist  attractions  which  could 
be  further  enriched  in  order  to  tap  the  potential  created  by  the  relatively  strong 
regional  transportation  system. 

The  construction  of  the  Rideau  Water  System  under  CORTS  and  the 
Kingston  Olympic  Yachting  facilities  can  be  used  as  the  basis  for  two  major 
tourist  projects  in  Eastern  Ontario: 

13.  The  development  of  the  Confederation  Trail  -  a  series  of  stop-over 
points  along  the  Rideau  and  Ottawa  Rivers  (possible  outstanding  spots 
are  Jones  Falls,  Chaffees  Locks,  Westport,  Merrickville,  Burritt's 
Rapids,  Becket's  Landing,  L'Orignal)  to  show  the  United  Empire  Loyalist 
and  Franco-Ontarian  heritage  and  architecture;  supportive  boat-and-bus 
package  tours  would  be  organized  through  the  private  sector  ($3,000,000 
cost  shared).  The  major  economic  objective  of  this  proposal  is  to 
generate  more  tourist  spending  from  the  65,000-odd  boat  trips  on  the 
Rideau  system. 

14.  The  sponsorship  of  an  annual  Kingston-Picton-Belleville  international 
regatta  and  racing  event,  ($500,000)  based  on  the  Olympic  marine 
facilities  in  Kingston. 

Both  these  projects  build-upon  the  true  comparative  advantage  of  the 
region:  pleasing  country  landscape,  unique  heritage  and  architecture,  and 

proximity  to  a  large  pleasure  boating  population  in  the  Thousand  Islands  and 
Western  Lake  Ontario. 

A  Manufacturing  Strategy 

Manufacturing  holds  fewer  development  opportunities  than  resource-based 
industry  due  to  its  overall  uncompetitive  structure.  There  are  some  potential 
points  of  growth  in  high  technology  manufacturing  based  on  the  National 
Research  Centre,  Bell-Northern  Research,  and  possibly  the  UTDC  -  Queen's 
University  Light  Rail  Transit  Centre.  Similarly,  of  the  60  dominant  firms,  some 
like  Canada  Starch  and  Chromasco  have  immediate  plans  for  expansion  and 
others  like  Genstar  and  G.T.E.  are  coming  out  of  troughs  in  their  business  cycles. 
The  basic  dependence  of  many  cities  and  towns  on  import  competing  industry 
such  as  textiles,  however,  is  an  intractable  problem  that  both  the  federal  and 
provincial  governments  will  have  to  face  with  the  appropriate  adjustment 
str  ate  / 1:  ;• 
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As  New  York  State  and  Quebec  compete  more  and  more  with  Eastern 
Ontario  for  new  manufacturing  investment,  governments  will  have  to  ensure  that 
the  total  investment  climate  including  the  incentive  package  is  regionally 
ccmpetitive/attractive.  The  impact  of  E.O.D.C.,  R.D.I.A.,  A.R.D.A., 
infrastructure  investments  and  fiscal  incentives  in  Eastern  Ontario  must  meet 
the  challenge  of  incentives  available  in  neighbouring  jurisdictions. 

Rearguard  action  in  the  form  of  adjustment  policies  can  be  complemented 

by  positive  initiatives  to  create  a  sense  of  confidence  and  direction,  and  a  degree 

of  competitiveness  now  lacking  in  the  region's  manufacturing  base.  Possible 

measures  are: 

15.  Establish  a  tripartite  Forum  for  Eastern  Economic  Development  (FEED) 


consisting  o  2  range  of  economic  interests  and  with  the  mandate  to: 


/ 


.  analyze  on  an  annual  basis  the  competitive  position  of  the  regional 
economy  through  research  by  a  small  secretariat  or  alternatively 
through  seconded  government  and  industry  officials; 

.  propose  policy  options  to  government  and  challenges  to  the  private 
sector  on  an  annual  basis; 

.  allocate  funds  possibly  consolidated  from  EODC  and  RDIA; 

.  hold  an  annual  open  conference  on  problems  and  prospects  of  the  region. 


(cost:  $500,000) 


FEED  is  an  alternative  to  the  proliferation  of  county  development 
boards/task  forces  of  the  kind  used  for  Renfrew  and  Northumberland.  It  is  also  a 
vehicle  for  instilling  a  healthy  sense  of  balance  and  realism  into  the  competing 
ambitions  of  the  many  municipalities  in  the  region. 

Briefly,  other  possible  initiatives  to  promote  manufacturing  in  the  region 

are  - 

16.  Broadening  of  the  federal  investment  tax  credit  to  include  a  larger  part 
of  Eastern  Ontario  in  addition  to  the  designated  Renfrew  Area;  this  has 
been  recommended  in  1977  by  TEIGA  to  the  federal  Minister  of  Finance 
(cost  estimates  not  yet  available). 

17.  A  regional  adjustment  to  rates  under  the  corporate  income  tax  by  either 
the  federal  government,  a  federal-provincial  agreement  or  by  unilateral 
provincial  action  (cost  estimates  not  yet  available). 


- 
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18.  A  review  of  current  provincial  policy  on  hydro  rates  for  energy- 
intensive  manufacturing;  the  pros  and  cons  of  flexible  power  rates  and 
regionally  differentiated  power  rates  should  be  considered  in  light  of 
the  recent  investment  decisions  of  two  Renfrew  County  firms  to  invest 
in  new  capital  plant  in  Quebec  based  on  favourable  hydro  costs  (cost 
estimates  to  be  determined). 

19.  Creation  of  a  special  regional  specialization  assistance  fund  to  enable 
firms  to  explore  possibilities  for  product  and  market  specialization, 
product  differentiation,  and  improvements  in  production  process  and 
design;  this  fund  would  be  supportive  of  sectoral  assistance  such  as 
offered  for  Canadian  leather  and  footwear  industries  ($2,000,000). 

20.  Development  of  a  youth  employment  and  training  program  which  offers 
incentives  to  the  manufacturer  to  hire  and  train  the  region's  labour 
force  under  25.  This  program  could  take  many  forms: 

.  tax  credit  on  top  of  the  current  federal  incentives  program; 

.  integration  of  CAAT  vocational  training  programs  into  the  shop 
floor; 

.  transferral  of  U.I.C.  payments  into  a  regional  manpower  upgrading 
program. 

21.  Resolve  the  water  pollution  problem  at  the  CIP  Hawkesbury  mill  either 
by  way  of:  a  moratorium  on  the  provincial  control  order,  or  by  direct 
federal  and/or  provincial  government  assistance  to  install  pollution 
equipment  and  other  capital  investment  to  improve  productivity  and 
product  specialization  (up  to  $20,000,000  if  the  latter  option  is 
followed). 

Ontario  Hydro  is  investigating  the  possibilities  of  the  next  two  generating 
stations  in  Ontario  being  located  in  the  Eastern  Region.  Notably,  Hydro  is  also 
currently  reviewing  its  capital  works  program  under  a  reduced  load  factor.  The 
Eastern  Region  could  be  significantly  stimulated  with  the  acceleration  of  these 
two  stations.  Moreover,  it  is  possible  to  locate  these  stations  in  the  Upper 
Ottawa  Valley  (Renfrew-Arnprior)  and  at  the  Edwardsburgh  Land  Assembly  to 
boost  particularly  weak  local  economies.  Possible  projects  within  the  purview  of 
the  Province  are,  therefore: 

22.  Accelerate  construction  of  power  station  E-15  near  Renfrew-Arnprior 
(cost  estimates  not  yet  available). 

23.  Accelerate  construction  of  power  station  E-16  at  the  Edwardsburgh 
Land  Assembly  (cost  estimates  not  yet  available). 
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The  Ministry  of  industry  and  Tourism  commissioned  a  preliminary  economic 
feasibility  study  of  a  nuclear  power  station  geared  for  the  export  of  nuclear 
power  to  the  U.S.  Initial  analysis  found  this  idea  to  have  favourable  returns  on 
investment,  a  favourable  local  development  impact,  and  a  beneficial  impact  on 
the  overall  provincial  manufacturing  sector.  The  proposal  was  tabled  at  Cabinet 
and  the  Porter  Commission.  It  deserves  further  feasibility  analyses  in  terms  of 
financing,  and  impact  on  the  capital  markets. 

24.  Proceed  on  the  feasibility  analysis  of  a  nuclear  station  on  the  St. 
Lav/rence  geared  for  export  of  power  to  the  U.S.A.  (to  be  determined). 

The  development  of  the  Edwardsburgh  Land  Assembly  is  progressing  in  part 
as  a  visible  demonstration  project  for  hybrid  poplar.  As  mentioned  earlier,  the 
triggering  of  widespread  intensive  silviculture  through  demonstration  will  go  far 
in  diversifying  the  region’s  economic  base.  Those  Edwardsburgh  lands  suitable 
for  industry  could  contain  Hydro's  E-16  power  plant,  or  alternatively  could  be  the 
location  of  new  provincial  facilities. 

25.  Development  of  industrial  land  in  Edwardsburgh  and  location  of  a 
provincial  facility  such  as  the  LCBO  bottling  plant  or  the  provincial 
archives  at  Edwardsburgh  (cost  estimates  not  yet  available). 

A  Community  Revitalization  Strategy 

There  are  two-hundred  municipalities  in  Eastern  Ontario;  six  of  these 
contain  65  per  cent  of  the  regional  population.  It  is  necessary,  therefore,  to 
adopt  a  double-barrelled  approach  to  community  economic  development  by 
developing  a  strategy  for  the  few  large  and  many  small  communities  in  the 
region.  The  last  part  of  this  section  considers  the  special  problems  in  Ottawa. 

(i)  Major  Corridor  Development 

Ottawa,  Kingston  and  Trenton  accounted  for  almost  all  of  the  urban  growth 
in  Eastern  Ontario  during  the  1970's.  The  other  three  major  centres  (Cornwall, 
Belleville,  and  Brockville)  showed  little  expansion.  The  major  factor  behind 
urban  growth  has  been  the  government  and  personal-service  sector.  Those 
centres  which  are  more  dependent  on  manufacturing  have  stagnated. 

The  future  prospects  of  these  larger  centres  will  depend  largely  on  growth 
of  the  commercial  office  sector.  This  sector  has  maintained  vitality  in  Ontario 
and  is  relatively  intensive  and  foot-loose.  To  assist  in  the  expansion  of  this 
industry,  two  major  initiatives  could  be  considered. 
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26.  The  development  of  a  125  miles-per-hour  train  corridor  connecting 
Toronto  and  Montreal,  with  stops  at  Belleville,  Kingston,  Brockville  and 
Cornwall.  It  could  also  include  a  possible  connecting  link  with  Ottawa. 
This  rapid  rail  corridor  would  facilitate  a  one-hour  access  to  the  major 
business  markets  and  airports  in  Toronto  and  Montreal,  and  thereby 
permit  the  efficient  operation  of  new  offices,  such  as  consulting  houses, 
cheque  clearing  operations  and  insurance  firms  in  Eastern  Ontario  (cost 
to  be  determined). 

27.  Create  a  comprehensive  revitalization  package  especially  designed  for 
these  large  Eastern  Ontario  communities.  This  package  would  integrate 
existing  programs  such  as  Downtown  Revitalization  Program  and 
Neighbourhood  Improvement  Program  with  a  new  office  development 
loans  and/or  grant  program  to  stimulate  the  expansion  of  commercial 
firms,  possibly  along  with  additional  serviced  industrial  land,  where 
necessary  ($5-10  million). 

(ii)  Small  Community  Revitalization 

To  serve  the  particular  needs  of  the  180-odd  small  communities  in  Eastern 
Ontario,  four  new  projects  are  possible: 

28.  Small  Community  Initiatives  Program  (SCIP) 

This  program  will  loan  funds  to  match  local  investment  by  community- 
based  groups  wishing  to  put  into  productive  use  the  local  natural  and 
human  resources  to  create  saleable  commodities.  For  example,  SCIP 
could  direct  the  energies  of  enterprising  groups,  such  as  the  North 
Frontenac  Economic  Development  Group  to  manufacture  furniture  and 
caskets  from  the  local  cedar  forests.  Such  fund  would  be 
complementary  to  or  incorporated  into  ARDA  ($5,000,000). 

29.  Special  Home  Renewal  Grants 

Much  of  the  housing  stock  in  the  region  outside  of  the  major  urban 
centres  is  old  and  in  disrepair  by  Canadian  standards.  This  program 
would  bolster  the  existing  home  rehabilitation  and  insulation  programs 
with  special  additional  funds  for  Eastern  Ontario,  to  improve  the  quality 
of  the  housing  stock  and  to  create  employment  in  the  sagging 
construction  sector  (up  to  $5  millon). 

30.  Special  Public  Works  Program 

Likewise  much  of  the  public  infrastructure  in  small  and  medium  sized 
centres  is  in  a  state  of  general  disrepair.  The  province  could  introduce 
interest-free  loans  to  these  selected  municipalities  to  accelerate  the 
improvements  of  the  infrastructure  ($5,000,000). 
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31.  New  Technology  Development  Fund 

Centralized  servicing  of  small  isolated  communities,  particularly  on 
Shield  bedrock  has  proved  to  be  uneconomical.  This  fund  aims  to 
provide  risk  capital  to  expedite  the  development  of  intermediate 
technologies  for  waste  treatment,  sewage  disposal,  and  energy 
($5,000,000). 

The  first  three  initiatives  could  create  immediate  employment  in  the 
sagging  construction  sector  and  could  be  used  to  counter  the  extreme  cycles  in 
the  textiles  and  electrical  products  sector. 

(iii)  Ottawa 


A  community  strategy  for  Eastern  Ontario  has  to  consider  Ottawa  on  its 
own.  The  development  of  the  Regional  Municipality  of  Ottawa-Carleton  is 
affected  by  two  broad  issues: 

1.  the  employment  and  decentralization  policies  of  the  Federal 
Government,  and 

2.  supply  of  land  for  development. 

1.  Federal  Government  Policies 

.  So  far,  ^,589  permanent  and  5,601  temporary  jobs  have  been  designated 
for  decentralization  across  Canada.  This  policy  will  result  in  a  loss  of 
some  $80.25  million  in  salaries  from  the  region  by  1981-82. 

.  Treasury  Board  has  announced  an  anticipated  growth  rate  in  the  public 
service  of  .6  per  cent  over  the  next  year.  This  is  a  substantial  drop  in 
the  rate  of  growth  which  peaked  in  1970-71  at  some  6  per  cent. 

.  The  relocation  of  some  15,000  public  service  jobs  to  Hull  has  resulted  in 
an  increase  in  vacancy  rates  in  downtown  offices.  It  has  been  estimated 
that  by  the  completion  of  the  moves  in  1982,  some  20  per  cent  of  office 
space  could  be  vacant. 

.  DREE  has  been  active  in  providing  funds  for  the  infrastructure  of 
industrial  parks  in  the  Montreal  area  and  its  satellite  towns.  According 
to  a  statement  of  the  Hon.  M.  Lessard  in  February  this  year  (Hansard) 
"within  the  next  few  months  the  Outaouai  area  may  benefit  from  some 
assistance"  for  industrial  infrastructure.  Currently  there  is  an 
oversupply  of  serviced  industrial  land  in  Ottawa-Carleton,  and  DREE's 
assistance  in  Hull  could  detrimentally  affect  the  industrial  land 
oversupply  problem. 


2.  Land  Supply 


.  The  Province  has  given  draft  approval  to  subdivision  plans  in  Ottawa, 
which  could  accommodate  some  150,000  people  in  the  outer  area  of 
Ottawa.  This  represents  enough  land  for  the  next  20-30  years. 
Currently  the  Province,  in  partnership  with  CMHC,  holds  sufficient  land 
to  accommodate  a  further  100,000  people  at  Carlsbad  Springs.  This, 
added  to  the  current  approved  commitment,  suggests  that  there  are 
potential  residential  land  supplies  sufficient  to  service  the  area  for  40- 
45  years. 

There  is  no  current  government  policy  in  Carlsbad  Springs,  except  that 
the  Province  will  make  the  land  available,  should  the  Regional 
Municipality  require  it. 

.  The  supply  of  industrial  land  has  been  affected  by  the  actions  of  three 
key  municipalities,  private  developers  and  the  National  Capital 
Commission.  The  municipalities/private  developers  currently  have 
approximately  500  acres  available,  and  the  NCC  also  controls  500  acres. 
The  NCC  has  no  long-term  policy  on  the  land  it  holds,  but  is  currently 
tending  towards  the  leasing  of  land  for  longer  terms  than  previously. 
Any  sudden  change  in  NCC  policy  could  substantially  upset  the 
industrial  land  market  in  the  Region. 


Possible  Initiatives 

Discussions  with  the  Ministries  of  Housing  and  Environment  may  reveal 
some  need  to  use  the  mechanism  of  an  Eastern  Ontario  strategy  to  express  a 
provincial  development  policy  for  Ottawa-Carleton.  Alternatively,  with  the 
publication  of  the  White  Paper  it  may  not  be  prudent  to  publish  a  development 
policy  at  this  time. 


f 
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EL  THE  EASTERN  ONTARIO  ECONOMY  AND  PROVINCIAL 
DEVELOPMENT  INITIATIVES 

A.  The  Regional  Economy  in  the  1970's 

This  section  contains  a  sectoral  review  of  problems  and  issues  in  the 
Eastern  Ontario  economy  and  the  implications  for  Eastern  communities.  The 
second  part  reviews  provincial  economic  policy  initiatives  to  date. 

The  labour  force  in  Eastern  Ontario  is  now  approaching  one-half  million  and 
is  concentrated  in  the  public  sector.  Specifically,  one  out  of  four  workers  in  the 
region  are  civil  servants  -  a  ratio  far  above  the  current  provincial  average. 
Another  one  in  four  work  in  other  parts  of  the  public  sector,  such  as  schools, 
universities,  hospitals,  fire  policy,  and  municipal  government.  Notably, 
manufacturing  and  commercial  office  sectors  of  the  region's  economy  are  under¬ 
represented.  Refer  to  Table  1. 


EASTERN  ONTARIO  LABOUR  FORCE  BY  SECTOR,  1977  Table  1 


Sector 


Ontario 

% 


Eastern  Ontario 
% 


Primary  (Agriculture,  Forestry  and 


Mining) 

4.8 

5.0 

Secondary 

Manufacturing 

24.6 

14.8 

Construction 

6.5 

5.8 

Tertiary 

Trans.,  utilities,  comm. 

7.2 

6.2 

Trade 

16.7 

13.5 

Finance,  insurance 

5.8 

3.6 

Service  1 

Public  Administration 

27.6 

27.0 

6.8 

24.1 

TOTAL  100.0  100.0 


Sources:  TEIGA  estimates  based  on  The  Labour  Force  Survey  and 

Department  of  Employment  and  Immigration  data. 

^Federal  and  provincial  civil  service  only:  does  not  include  government, 
health,  education,  police,  fire  services. 
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Before  the  mid-1960's  labour  force  participation  rates  for  both  men  and 
women  were  lower  and  unemployment  rates  were  also  lower  in  Eastern  Ontario 
than  elsewhere  in  the  Province.  This  probably  indicated  poor  labour  demand.  In 
the  1970's,  however,  participation  rates  climbed  as  the  federal  government 
accelerated  the  growth  of  the  civil  service  in  Ottawa.  The  reversal  of  this  trend 
in  the  public  sector  combined  with  layoffs  in  the  textiles  and  electrical  products 
industries,  and  continuous  rationalization  of  the  dairy  industry  has  raised 
unemployment  rates  above  the  provincial  average  in  the  past  two  years. 

In  the  1970's,  the  region’s  population  has  grown  at  the  provincial  rate  and 
reached  1.149  million  by  1976.  The  most  rapid  growth  has  occurred  in  the 
townships  surrounding  Ottawa  and  Kingston.  Renfrew  and  Stormont  Counties 
lost  population  between  1971-1976,  the  only  counties  in  Southern  Ontario  to  do 
so. 


The  performance  of  the  key  sectors  and  communities  in  the  region's 
economy  during  the  1970's  is  briefly  outlined  in  the  following  pages. 

(i)  Agriculture 

The  dairy  industry  remains  the  dominant  sector,  but  the  number  of 
commercial  dairy  farms  have  declined  faster  than  the  provincial  rate  during  the 
1970's.  Conversely,  beef  and  corn  operations  have  actually  increased  in  number. 
This  changing  composition  of  farms  is  the  result  of  dairy  quota  cutbacks,  higher 
government  production  standards,  the  introduction  of  new  hybrid  corn  varieties 
suitable  for  Eastern  Ontario  and  the  increased  opportunity  for  part-time  cow- 
calf  operations. 

In  the  late  1970's  the  major  structural  trends  are: 

.  The  East  has  remained  10  per  cent  below  the  rest  of  Southern  Ontario  in 
milk  production  per  day  per  farm  and  the  region  continues  to  have  a 
smaller  proportion  of  large  farms. 

.  Between  1971  and  1977  about  one  in  four  dairy  farmers  went  out  of 
business  —  over  1,700  farmers  in  total.  In  1977  alone,  800  dairy  farmers 
left  that  industry.  Likewise,  the  processors  of  industrial  dairy  products 
have  undergone  significant  rationalization  encouraged  by  policies  of  the 
Province  and  the  Milk  Board. 

.  There  has  also  been  levelling-off  in  net  farm  cash  receipts  from 
dairying,  because  of  a  cutback  in  market  sharing  quota  and  the  levy  of 
higher  charges  for  the  disposal  of  surplus  milk  powder. 

.  Federal  government  direct  and  indirect  subsidies  to  each  dairy  farmer 
in  Eastern  Ontario  have  grown  from  an  average  of  $3,000  during  1972- 
73  to  about  $i4,000  during  the  1976-77  dairy  year. 
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.  Beef  operations  have  increased  in  number  (33  per  cent  or  about  800)  in 
in  Eastern  Ontario  during  the  past  ten  years,  while  declining  province¬ 
wide;  many  dairy  farmers  have  switched  into  beef  production  because  of 
increasing  capital  requirements  in  that  industry  and  the  difficulty  of 
expanding  milk  production  under  supply  management. 

.  There  has  been  a  dramatic  decline  in  the  acreage  of  oats,  hay  and  mixed 
grains  and  major  increases  in  fodder  and  grain  corn  acreage;  fodder  corn 
production  has  nearly  doubled  in  tonnages  between  1966  and  1975  while 
grain  corn  acreage  has  expanded  ten  fold  in  the  same  period. 

.  Eastern  Ontario  continues  to  have  a  higher  proportion  of  farmers 
approaching  retirement;  about  37  per  cent  (5,200)  of  all  farmers  are 
over  the  age  of  55.  The  increasing  capital  requirements  for  entry  into 
farming  suggest  continued  rationalization  in  this  sector  in  the  19S0's 
and  perhaps  an  easing  of  the  supply  of  milk  production  quota. 

(ii)  Forestry 

Forestry  is  important  to  Eastern  Ontario  for  a  number  of  reasons.  It 
creates  about  1,300  jobs  directly  in  logging  operations  but  also  it  creates  needed 
seasonal  jobs  for  rural  residents  and  supplementary  income  for  woodlot  owners. 
Furthermore,  approximately  10,000  manufacturing  jobs,  or  about  14  per  cent  of 
the  manufacturing  labour  force,  work  in  industries  such  as  sawmills,  papermills 
and  furniture  that  depend  on  wood  resources. 

However,  forests  and  private  woodlots  are  still  being  overcut  and  hygraded 
of  top  quality  stock,  which  in  the  long-term  jeopardizes  the  long-term  viability 
of  these  industries.  At  present,  these  industries  in  Hawkesbury  and  Cornwall  are 
becoming  more  dependent  on  distant,  expensive,  out-of-province  suppliers. 

(iii)  Mining 

The  mining  sector  is  a  small  and  volatile  sector  in  Eastern  Ontario.  While 
employment  in  mining  is  only  about  1,125  it  is  concentrated  in  the  three 
communities  of  Haley  Station  (Magnesium),  Bancroft  (Uranium),  and  Marmora 
(Iron).  Bethlehem  Steel  Corp.  is  closing  the  Marmora  iron  mine  in  1978. 
However,  alternate  employment  possibilities  are  being  explored  in  the  mining  and 
processing  of  local  industrial  mineral  deposits. 

(iv)  Manufacturing 

The  manufacturing  sector  which  employs  80,000  people  has  lost  5,000-6,000 
jobs  since  1974  -  a  7  per  cent  decline.  The  sector,  compared  to  Ontario  as  a 
whole,  is  characterized  by: 

.  smaller  scale  plants 

.  lower  productivity  rates 
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.  higher  labour  intensity 

.  lower  wages 

.  comparable  unit  labour  costs 

.  a  large  proportion  of  industries  with  standard  production  technology  and 
high  labour  content 

.  many  industries  with  declining  domestic  market  share  and  with  high 
trade  barriers  to  foreign  industrialized  markets 

.  high  levels  of  tariff  protection. 

The  manufacturing  sector  of  Eastern  Ontario  is  now  dominated  by  60  large 
firms  which  account  for  the  following:  6  per  cent  of  all  manufacturing 
establishments,  55  per  cent  of  all  manufacturing  employment,  60  per  cent  of  all 
total  value  added. 

The  structure  of  the  manufacturing  sector  continues  to  be  dominanted  by 
textiles,  electrical  products  and  food  and  beverages.  Specifically,  the  growth 
and  decline  of  secondary  industry  in  Eastern  Ontario  is  largely  because  of  change 
in  domestic  markets  for  man-made  fibres  and  dairy  products,  and  in  the 
continental  markets  for  communications  equipment  and  fine  paper.  In  the  past 
three  years,  there  has  been  an  over-capacity  in  fibre  production,  some  of  the 
communications  manufacturers  are  being  squeezed  by  rapid  technological 
change,  domestic  markets  were  lost  in  fine  papers  as  a  result  of  the  1975  strike, 
and  domestic  consumption  of  dairy  goods  fell  under  steady  price  pressure.  A  new 
trend  has  been  the  emergence  of  labour-intensive  industries  such  as  clothing, 
footwear  and  wood. 

The  major  factors  behind  these  structural  trends  have  been: 

.  the  adverse  effect  of  federal  policies  in  dairy  production  and  textile 
trade; 

.  general  deterioration  of  the  cost  position  in  Canadian  manufacturing; 

.  general  wage  advantages  in  Eastern  Ontario,  vis-a-vis  Central  Ontario. 

The  structure  of  the  region's  manufacturing  base  has  made  Eastern  Ontario 
most  susceptible  in  the  past  ten  years  to  both  boom  and  bust  in  the  national 
economy.  With  help  from  rapid  expansion  in  federal-government  employment 
during  1971-1974  in  Ottawa,  the  manufacturing  base  led  the  region  to  an 
accelerated  economic  recovery  from  the  1969-1970  downturn.  Conversely,  in 
that  recession,  and  the  most  recent  1975-1976  downturn,  manufacturing  in 
Eastern  Ontario  has  had  more  serious  problems  than  found  elsewhere  in  the 
province. 
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The  continent-wide  decline  in  manufacturing  investment  since  1974  has 
resulted  in  new  aggressive  promotional  campaigns  and  programs  in  neighbouring 
Quebec  and  in  New  York  State.  Quebec  offers  lower  hydro  rates  than  in  Ontario 
and  has  been  willing  to  negotiate  these  rates  to  attract  investment.  On  top  of 
this,  the  Quebec  Fiscal  Incentives  to  Industrial  Development  Corporation  offers 
considerable  tax  and  grant  inducements.  When  combined  with  the  new  federal 
DREE  special  designation  of  the  Montreal  area  (1977-1980)  the  Quebec  total 
incentive  package  can  be  stronger  than  that  offered  in  Eastern  Ontario  for  some 
manufacturers.  The  same  impression  could  be  given  to  the  foot-loose 
manufacturers  in  New  York  State  where  new  capital-investment  credits,  the  job 
incentive  program  and  real  property  tax  exemptions  are  promoted  very 
aggressively  in  the  Canadian  and  international  media.  In  this  light  the  programs 
of  the  Eastern  Ontario  Development  Corporation,  Ontario  Hydro,  A.R.D.A.,  and 
DREE-Ontario  may  need  review  and  revision  to  adjust  to  changing  conditions. 

(v)  Provincial  Government  Employment  and  Expenditures 

The  economy  of  Eastern  Ontario  is  largely  a  public  economy.  One  out  of 
four  workers  in  the  labour  force  is  a  civil  servant;  the  comparable  figure  for  all 
Ontario  is  6.8  per  cent  or  less  than  one  in  fourteen.  In  Ottawa,  38  per  cent  of 
the  workers  are  civil  servants,  Pembroke  24  per  cent,  Trenton  24  per  cent, 
Smiths  Falls  15  per  cent,  Kingston  14  per  cent,  and  Carleton  Place  12  per  cent. 
The  indirect  effect  of  government,  however,  spreads  throughout  the  entire 
economy  through  the  employment  multiplier  and  public  policies.  The 
construction  sector  and  many  metal  fabricators  and  printers-publishers  in  Ottawa 
and  Kingston  are  dependent  on  federal  and  provincial  contracts.  The  textile, 
shoe,  dairy,  and  communications  industries  are  now  almost  totally  dependent  on 
favourable  public  policy  and  regulation  for  their  survival. 

On  a  per-capita  basis  between  1972-77  provincial  government  revenues  in 
Eastern  Ontario  tended  to  be  89-92  per  cent  of  the  provincial  average. 
Conversely,  Ontario  government  expenditures  in  the  region  have  ranged  between 
98  and  111  per  cent  of  the  provincial  average.  In  a  ranking  of  regions,  Eastern 
Ontario  occupies  the  middle  position  between  the  northern  and  southern  regions 
in  terms  of  expenditures  and  the  lowest  position  in  terms  of  revenues  generated 
per  capita.  In  terms  of  net  provincial  spending,  Eastern  Ontario  received  an 
average  of  $336  per  capita,  a  level  which  is  equivalent  to  Northeastern  Ontario 
and  over  twice  the  provincial  average.  (Figures  are  for  1976-77). 


. 

. 


•O  r.,  Vji  br-r.  |  l£»9fpxM(*'£  SEh  ttoinirtfwSj 


* 


(vi)  Tourism 
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AJthough  tourism  is  not  a  major  employer  on  an  overall  basis,  it  is  a 
significant  employer  in  a  number  of  specific  locations  and  forms  the  economic 
base  of  many  areas  within  Eastern  Ontario.  Furthermore,  relative  to  other 
regions,  there  is  a  greater  increase  in  tourism-related  seasonal  summer 
employment.  In  1973,  roughly  18  per  cent  of  all  Ontario  recreational  trips 
occurred  in  Eastern  Ontario,  which  is  over  4  per  cent  more  than  Eastern 
Ontario's  share  of  Ontario's  population.  However,  expenditures  per  trip  tended  to 
be  well  below  the  provincial  average,  except  in  the  Ottawa  area. 

It  is  estimated,  for  example,  that  in  1973  the  average  vacation  group  in 
Ontario  spent  about  $80  per  trip.  The  range  was  from  a  low  of  $19  per  trip  in  the 
Bruce  Peninsula  to  a  high  of  $182  per  trip  in  the  Toronto  area.  Specifically  in 
Eastern  Ontario,  the  expenditure  per  vacation  group  varies  from  a  low  of  $30  in 
the  Renfrew-Kingston  area  to  $67  in  the  Trenton-Cornwall  area  and  to  a  high  of 
$153  per  vacation  trip  in  the  Ottawa  area. 

The  major  tourist  attractions  have  been  the  National  Capital  and  the 
Rideau  arm  of  the  CORTS  Corridor.  During  the  1970's,  an  average  of  7,500 
pleasure  boats  took  65,000  annual  trips  in  the  Rideau  system  and  Parks  Canada 
has  spent  some  $2  million  on  capital  improvements  on  the  Rideau  in  the  past  four 
fiscal  years. 

The  Provincial  Regional  Priority  Budget  has  allocated  1.17  million  dollars 
over  the  two  fiscal  years  1977  to  1979  to  expedite  the  resurfacing  of  a  22-mile 
section  of  the  original  route  2  east  of  Gananoque  known  as  the  Thousand  Island 
Parkway.  The  parkway  is  part  of  a  system  of  historical  and  park  facilities  along 
the  St.  Lawrence  River.  During  years  of  good  weather  over  three  million  visitors 
use  the  Commission's  facilities.  Furthermore,  almost  900,000  visitors  to  the  St. 
Lawrence  Parks  use  the  similar  Long  Sault  Parkways. 

(vii)  Unemployment 

During  the  1970's,  the  unemployment  rate  in  Eastern  Ontario  has  been  near 
the  provincial  average;  the  Labour  Force  Survey  showed  the  regional  rate 
dropping  below  other  regions  in  1972-1973  and  rising  above  all  others  by  the  third 
quarter  of  1977.  The  acceleration/deceleration  of  federal  employment  and 
layoffs  explain  much  of  the  recent  rise  in  unemployment  rates. 

The  Labour  Force  Survey,  U.I.C.  estimates,  and  D.E.I.  estimates  have 
historically  showed  considerable  intra-regional  variation  in  unemployment  rates. 
Cornwall,  Gananoque,  Napanee  and  Pembroke  have  reported  proportionately  high 
unemployment  levels  due  to  both  cyclical  and  structural  problems  in  their 
manufacturing  base.  Conversely,  Ottawa  and  Kingston  have  until  recently  been 
reporting  low  unemployment  with  relatively  small  yearly  and  seasonal 
fluctuation. 
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In  the  past  year,  the  Unemployment  Insurance  Commission  has  allocated  up 
to  $200  million  in  benefits  in  Eastern  Ontario.  While  this  expenditure  has  helped 
maintain  regional  demand  for  goods  and  services,  it  had  made  little  contribution 
to  improving  the  private  sector's  role  in  the  development  of  the  region.  There 
are  candidate  capital  improvement  projects  such  as  silviculture  and  wcodlot 
improvement  where  UIC  funds  could  be  directed  to  create  both  short-term 
employment  and  advance  the  economic  base. 

The  structure  of  Eastern  Ontario's  population  is  now  straining  the  ability  of 
regional  industry  to  absorb  the  number  of  new  entrants  into  the  labour  force. 

In  1976,  one  out  of  five  residents  in  the  region  was  between  the  ages  15  to  24  and 
was  possibly  looking  for  their  first  full-time  job.  This  ratio  is  higher  than 
elsewhere  in  Ontario.  In  1976,  there  were  94,000  more  of  these  job  seekers  than 
in  1961;  this  represents  a  71  per  cent  increase.  Notably  this  group  of  young  job 
seekers  has  tended  to  remain  in  the  region  rather  than  seek  employment  outside 
Eastern  Ontario. 

(viii)  Development  of  Communities  in  the  1970's 

There  are  six  large  urban  areas  in  Eastern  Ontario  which  account  for  65  per 
cent  of  the  region's  population  and  about  80  per  cent  of  total  employment.  The 
remainder  of  the  labour  force  and  economic  activity  in  the  region  is  distributed 
primarily  amongst  15  smaller  communities  ranging  between  4,000  and  10,000 
population  and  thinly  amongst  180-odd  very  small  municipalities.  This  municipal 
structure  is  fundamental  to  economic  problems  as  well  as  possible  policy 
initiatives.  One-industry  towns  are  common  throughout  the  region.  The  need 
for  a  coordinated  and  improved  promotional  drive  for  private  investment  is  also 
evident. 

The  six  leading  centres  (Ottawa,  Kingston,  Cornwall,  Belleville-Trenton, 
Brockville  and  Pembroke)  have  had  widely-different  growth  performances  during 
this  decade.  Ottawa,  with  strong  public  and  private  service  sector  investment, 
has  expanded  total  employment  faster  than  the  provincial  average.  The  other 
five  cities  have,  however,  lagged  behind  the  provincial  pattern. 

.  Kingston  has  had  serious  difficulties  in  broadening  its  manufacturing 
base. 

.  Belleville-Trenton,  and  Brockville  have  had  relatively  dynamic 
manufacturing  growth  but  poor  office-sector  investment. 

.  Cornwall  and  Pembroke  have  experienced  difficulties  in  the 
manufacturing  and  service  sectors  and  have  continued  to  be  dependent 
on  the  cyclical  wood-paper  industries;  although  since  the  development 
of  the  Cornwall  industrial  park,  the  location  of  a  number  of  firms  in  the 
park  is  contributing  to  a  greater  diversification  of  the  Cornwall 
economy. 


;  . 
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This  trend  suggests  that  the  Eastern  Ontario  Economic  Development  Strategy 
must  be  sensitive  to  the  unique  economic  base  of  the  six  leading  communities, 
and  concentrate  on  diversification  through  the  commercial  office  sector,  as  well 
as  upgrading  and  broadening  of  the  manufacturing  base. 

The  smaller  centres  have  not  grown  in  employment  or  population 
significantly  during  the  past  seven  years.  Some  such  as  Napanee  and  Gananoque 
remain  critically  dependent  on  potentially  declining  industries  (furniture,  rivet 
manufacture)  and  this  becomes  evident  in  chronically  high  unemployment 
estimates.  The  centres  most  sensitive  to  current  economic  conditions  are  Smiths 
Falls,  Marmora,  Hawkesbury,  and  Almonte,  where  large  industries  have  closed  or 
are  on-the-brink  of  closing.  It  should  be  noted  that  even  the  large  centres  such 
as  Kingston,  Brockville,  and  Cornwall  have  been  seriously  affected  by  layoffs 
amongst  major  manufacturing  firms. 

Industrial  infrastructure  (sewer,  water,  industrial  land)  is  currently  in  a 
varying  state  of  preparedness.  At  the  regional  level  of  demand  there  is  a  surplus 
amount  of  serviced  land,  particularly  with  Renfrew  and  Cornwall's  new  parks 
which  alone  total  over  500  acres  of  serviced  land.  At  the  local  level,  however, 
Smiths  Falls,  Napanee,  Pembroke  and  Arnprior  are  short  of  industrial  land.  The 
Strategy  emphasizes  that  new  industrial  infrastructure  must  only  be  built  after  a 
serious  assessment  of  new  manufacturing  prospects  and  with  a  greater  reliance 
on  local  resources  and  initiatives.  In  sewage  treatment.  Smiths  Falls  is  the  only 
municipality  with  ample  capacity.  Additional  capacity  is  now  being  built  in 
Kingston  Township,  Arnprior,  Hawkesbury  and  Brockville.  Sewage  treatment  is 
now  considered  a  problem  in  Cornwall  and  Belleville.  A  summary  of  the  status  of 
industrial  infrastructure  in  the  major  centres  is  presented  in  Table  2. 

B.  Recent  Provincial  Development  Initiatives 

Over  the  past  five  years  the  Government  has  taken  significant  steps  to 
improve  social  and  economic  development  in  Eastern  Ontario.  The  major  results 
achieved  to  date  include  improvements  in  the  number  and  variety  of  jobs  and  in 
the  physical  conditions  of  life  and  in  social  services.  The  following  are  some 
examples  of  government  action  in  Eastern  Ontario. 

.  Eastern  Ontario  Development  Corporation:  Between  1966  and  1977  the 
O.D.C.  and  E.O.D.C.  provided  about  $108.9  million  in  loans  to  industry 
in  Eastern  Ontario.  Of  that  amount  about  $99.5  million  went  to 
manufacturing,  divided  primarily  among  the  following  manufacturing 
sectors: 

.  machinery  $14.7  million 
.  wood  based  $13.8  million 
.  textiles  and  clothing  -  $12.6  million 
.  metal  fabrication  -  $10.0  million 
.  food  and  beverages  -  $8.7  million 
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STATUS  OF  INDUSTRIAL  INFRASTRUCTURE  IN  MAJOR  CENTRES 
(1978)  Table  2 


Municipality  Sewage  and  Water  Capacity 


Vacant  Serviced 
or  Partially 
Serviced  Industrial 
Land  (acres) 


Ottawa 

Sewage  capacity  adequate,  water 
filtration  plant  expansion  underway 

1,000 

Kingston 

Sewage  and  water  capacity  barely 
adequate 

60 

Kingston  Twp. 

Water  capacity  adequate,  expansion  of 
sewage  capacity  to  be  completed  in 

1980 

630 

Cornwall 

Water  capacity  adequate,  sewage  capacity 
inadequate 

250 

Belleville 

Water  capacity  adequate,  sewage 
capacity  inadequate 

245 

Trenton 

Adequate  water  and  sewage  capacity 

325 

Brockville 

Water  capacity  adequate,  expansion  of 
sewage  capacity  to  be  completed  in  1980 

260 

Pembroke 

Inadequate  water  treatment  and  sewage 
capacity 

40 

TOTAL 


2,810 


Source:  TEIGA  estimates. 
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On  a  per  capita  basis,  Eastern  Ontario  has  received  the  same  level  of 
funding  as  Northern  Ontario.  An  in-depth  evaulation  of  the  Ontario 
Development  Corporation  by  the  Ministry  of  Industry  and  Tourism  is  in 
process  and  a  report  is  expected  shortly. 

.  Urban  Transit  Development  Corporation:  A  test  track  is  under 

construction  in  Ernestown  Township  with  a  total  investment  of  $53 
million.  At  present  there  are  140  transit  development  staff  on  or  near 
the  site,  besides  the  construction  crew  who  will  be  finishing  off  the 
buildings  and  test  track  by  this  summer.  Automated  prototype  testing 
will  begin  in  early  1979. 

.  Decentralization  of  Provincial  Government  Offices:  The  Province 
recently  announced  the  relocation  of  OHIP  offices  from  Toronto  to 
Kingston.  Over  900  jobs  are  involved  and  about  half  of  them  will  be 
drawn  from  the  Kingston  area.  The  OHIP  offices  will  be  located  in  the 
downtown  Place  d'Armes  development  which  will  eventually  include  a 
218  room  hotel,  a  conference  centre,  a  community  centre, 
condominiums  and  commercial  establishments.  OHIP  should  begin 
functioning  from  Kingston  in  1981. 

•  Agriculture  and  Rural  Development  Agreement:  The  province  has  been 
involved  in  negotiating  four  ARDA  agreements  which  have  contributed 
to  the  improvement  of  productivity  in  the  agricultural  sector.  The 
ARDA  land  use  and  farm  enlargement  program  has  enabled  $22  million 
to  be  spent  in  the  region.  Programs  for  alternative  employment  and 
income  opportunities  have  totalled  $7  million  in  the  East.  The  total 
federal-provincial  outlay  is  $150  million.  At  present,  a  major  inter¬ 
governmental  review  of  ARDA  is  in  process. 

.  Cornwall  Subsidiary  Agreement:  A  total  of  $16  million  was  invested  in 
an  industrial  park  (440  acres),  a  civic  centre  and  infrastructure  works. 
The  work  was  cost-shared  with  the  federal  government.  Up  to 
December  1977,  290  acres  (60  per  cent)  in  the  industrial  park  had  been 
sold  to  18  companies,  and  about  2,450  people  are  presently  employed  in 
the  industrial  park. 

.  Pembroke-Renfrew  Area  Development;  Over  one  million  dollars  has 
been  budgetted  by  the  Provincial  Regional  Priority  Budget  for  the 
following  projects: 

.  Town  of  Renfrew  Industrial  Park  -  $390,000 

-  640  acre  industrial  park  was  serviced. 

.  Pembroke  Marina  -  $150,000 

-  Provincial  portion  completed. 
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.  Pembroke  Servicing  Study  -  $33,000 

-  In  progress  -analyzing  existing  sewage  system,  pollution  control 
plant  and  water  distribution  system.  Will  be  completed  by  May  197S. 

.  Pembroke  Industrial  Park  Study  -  $80,000 

These  projects  have  been  transferred  for  completion  under  the  Upper 
Ottawa  Valley  General  Development  Agreement. 

Thousand  Island  Parkway:  This  project  involves  resurfacing  of  a  22  mile 
sector  of  the  Thousand  Island  Parkway.  Over  $1  million  has  been 
allocated  for  this  project.  The  project  is  funded  through  the  Regional 
Priority  Budget  for  needs  over  and  above  normal  provincial  funding 
programs. 

Edwardsburgh:  The  provincial  government  assembled  an  11,000  acre 
parcel  of  land  for  long-term  heavy  industrial  development.  For  the 
short-term,  Ministry  of  Natural  Resources  will  undertake  demonstration 
projects  in  hybrid  poplar  plantation  management.  Furthermore,  the 
economic  feasibility  of  gravel  extraction  and  marketing  is  being  investi¬ 
gated.  Finally,  industrial  development  possibilities  are  being  pursued 
for  the  southern  portions  near  the  401  and  the  St.  Lawrence  River. 

Federal  Initiatives:  It  should  be  noted  that  in  addition  to  cost-shared 
agreements,  the  Federal  Government  has  undertaken  a  number  of  their 
own  projects  aimed  to  spur  economic  development  in  Eastern  Ontario. 
For  example,  the  Federal  Department  of  Transportation  has  established 
a  $42 .5  million  Training  Centre  in  Cornwall  which  will  employ  300 
people  and  will  have  an  annual  payroll  of  over  $7  million.  The  centre  is 
presently  under  construction  and  will  be  in  operation  by  1979. 
Similarly,  in  1969  the  Unemployment  Insurance  Commission’s  Ontario 
pay  centre  office  was  established  in  Belleville,  which  created  200-300 
permanent  jobs. 

Provincial-Federal  Negotiations:  The  Provincial  government  is  neg¬ 
otiating  the  following: 

.  Parks  Canada  office  in  Cornwall  — 

After  representations  from  the  Province,  outlining  the  negative 
implications  of  the  proposed  office  move  to  southwestern  Ontario, 
the  Federal  government  has  agreed  to  delay  the  move. 

.  Regional  Development  Incentive  Act  Designation  for  Eastern 
Ontario  — 

The  Provincial  government  has  proposed  to  the  Federal  government 
that  the  area  outside  of  Ottawa-Carleton  in  Eastern  Ontario  should 
be  eligible  for  the  same  RDIA  designation  as  other  neighbouring 
regions  in  Quebec  and  Ontario.  So  far  the  Federal  government  has 
not  changed  its  RDIA  policy. 
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.  UIC  Regional  Designation  -- 

UIC  policy  on  eligibility  and  extended  benefits  period  are  now 
dependent  on  regional  unemployment  rates.  Therefore,  the 
Province  argued  that.  Eastern  Ontario  should  not  be  lumped 
together  as  one  region,  because  unemployment  rates  in  Eastern 
Ontario  outside  Ottawa-Carleton  are  much  higher  than  the  rate 
for  Ottawa.  So  far  the  Federal  government  has  not  changed  its 
UIC  regional  designation  policy. 

.  Federal  Employment  Tax  Credit  Program  — 

Similar  to  the  above,  this  Federal  program  is  based  on  regional 
unemployment  rates.  The  Province  has  put  forward  the  special 
circumstances  of  the  area  outside  Ottawa-Carleton.  However, 
the  Federal  government  has  not,  as  yet,  changed  its  policy. 

Initiatives  Underway  in  1978:  The  Government  of  Ontario  is  currently 
in  the  process  of  formulating  or  renegotiating  development  agreements 
to  further  stimulate  the  economy  of  Eastern  Ontario. 

(i)  A  New  Federal-Provincial  Rural  Development  Agreement 

The  1975-1977  Agricultural  and  Rural  Development  Agreement 
(ARDA)  in  Ontario  has  been  amended  to  extend  to  March  31,  1979 
pending  review  of  the  Agreement's  applicability  to  a  changing 
rural  economy  in  the  province.  An  intergovernmental  committee 
is  now  evaluating  the  ARDA  program  and  will  submit  options  and 
priorities  for  future  rural  development  to  the  appropriate  federal 
and  provincial  ministries  by  March  31,  1978.  Several  new  rural 
development  projects  in  the  next  five  years  could  be  the  outcome 
of  this  review. 

(ii)  The  Community  and  Rural  Resource  Subsidiary  Development 

Agreement,  December  1977 

The  federal  and  provincial  governments  have  completed  this  broad 
subsidiary  agreement  to: 

.  strengthen  community  structure; 

.  improve  long-term  employment  opportunities  based  on  natural 
resources; 

.  diversify  the  economic  base  of  rural  areas  through  secondary 
industry. 
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Under  these  objectives,  two  development  projects  are  now 
underway: 

(a)  The  Upper  Ottawa  Vaiiey  Program,  1978-1980 

$1.15  million  will  be  allocated  to: 

.  an  engineering  design  for  a  new  water  filtration  plant  in 
Pembroke  ($250,000); 

.  testing  for  a  new  sewage  treatment  plant  ($65,000); 

.  a  resource  assessment  of  Renfrew  County  for  forestry  and 
mineral  development  opportunities  ($636,000); 

.  the  creation  of  an  organization  to  foster  economic 
development  in  the  Valley  ($200,000). 

(b)  New  Forests  in  Eastern  Ontario,  1978-1983 


The  objective  of  this  agreement  is  to  accelerate  and  apply  the 
technology  of  rapid-growing  hybrid  poplars,  developed  by  the 
Ministry  of  Natural  Resources.  This  species  can  have  a  yield 
of  five  or  more  times  than  that  of  trees  grown  on  northern 
timber  lands  and  can  help  in  a  major  way  to  solve  the  wood 
fibre  shortages  of  the  two  pulp  mills  in  Eastern  Ontario. 

$5.6  million  will  be  directed  to  the  following  projects: 

.  research  and  development  of  fast  growing  hybrid  poplars  for 
energy,  biomass,  pulp  and  veneer  production; 

.  building  a  new  poplar  nursery; 

.  renewal  of  low-quality  hardwood  stands  in  the  region; 

.  a  bio-physical  resource  inventory; 

.  the  program  will  offer  approximately  70,000  man-days  of  work 
over  the  next  five  years  in  Eastern  Ontario. 

(iii)  Timbertown 


The  Regional  Priority  Budget  has  been  used  to  advance  this 
project  towards  completion.  Land  options  have  been  secured  and 
further  design  work  has  been  carried  out  to  a  total  cost  of 
$300,000. 


Ontario  Industrial  Parks  Program 


This  Program  continues  to  provide  low  interest  loans  to 
municipalities  in  Eastern  Ontario  wanting  to  establish  or  service 
new  industrial  parks.  The  City  of  Kingston  received  approval  for 
such  a  loan  in  1977  and  the  four  following  municipalities  are  now 
making  loan  applications:  Kingston  Township,  Brockville,  Nepean 
and  Carleton  Place. 

Marmora  Industrial  Minerals  Potential 

A  $ 50,000  Regional  Priority  Budget  allocation  is  being  used  to 
accelerate  the  testing  and  feasibility  studies  necessary  to  exploit 
the  deposits  of  calcium  carbonate,  magnetite,  and  silica  in  the 
vicinity  of  Marmora.  An  engineering  study  is  in  progress  on  the 
adaptation  of  the  Marmoraton  Mining  Company's  mill  for  the 
processing  of  these  industrial  minerals.  These  preliminary 
analyses  have  gained  priority  in  view  of  the  closure  of  the 
Bethlehem  iron-pelletizer  in  Marmora. 

Review  of  Ontario's  Participation  in  the 
National  Industrial  Milk  Plan 


In  view  of  current  difficulties  in  consumption,  production  quota, 
and  processing  of  industrial  milk  in  Ontario,  the  Ministry  of 
Agriculture  and  Food  has  formed  a  committee  to  review  the  pros 
and  cons  of  Ontario's  continued  participation  in  the  National  Plan. 
Recommendations  to  the  Minister  of  Agriculture  and  Food  will  be 
made  by  this  committee  in  the  fall  of  1972.  One  of  the  major 
concerns  with  the  National  Supply  Management  program  is  that 
under  it  Ontario  has  lost  part  of  its  market  share  in  both  absolute 
and  percentage  terms. 

Tourism  Developments 

A  major  study  was  undertaken  by  the  Ministry  of  Industry  and 
Tourism  (MIT)  to  identify  areas  of  high  tourism  potential  for 
private  tourism  investment.  Detailed  proposals  for  tourism 
facilities  have  been  developed  for  the  Kingston-Renfrew  and 
Trenton-Cornwall  zones.  MIT  is  now  actively  attempting  to 
attract  private  investors. 

Mud  Creek  Development  -  Renfrew  County 

Over  $39,000  was  granted  this  year  from  the  Regional  Priority 
Budget  to  assist  the  Ministry  of  Natural  Resources  (MNR)  to 
purchase  about  270  acres  of  the  Mud  Creek  watershed.  MNR  will 
manage  the  area  for  purposes  of  waterfowl  and  watershed 
management  and  as  a  controlled  hunting  area. 
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dx)  Downtown  Revitalization 

Two  centres  in  Eastern  Ontario  have  so  far  proceeded  with 
proposals  for  commercial  renewal  and  two  more  are  in  the 
preliminary  study  stages  under  the  Ontario  Downtown 
Revitalization  Program. 

.  The  City  of  Cornwall  has  received  final  approval  for  a  self- 
liquidating  provincial  loan  of  $750,000  for  Phase  I  of  downtown 
mall  construction.  In  February  1978,  Cabinet  gave  approval  in 
principle  to  an  $8.5  million  recoverable  loan  for  Cornwall's 
Phase  II  plan.  Construction  could  start  this  summer  and 
completion  dates  are  set  for  mid-1980. 

.  The  City  of  Vanier  has  also  received  approval  in  principle  for  a 
$3.3  million  recoverable  loan  from  the  Province  with  final 
endorsement  expected  in  the  summer  of  1978. 

.  The  City  of  Brockville  and  Town  of  Perth  have  now  hired 
consultants  to  complete  the  necessary  marketing  and 
engineering  pre-studies. 

The  Downtown  Revitalization  Program,  administered  by  the 
Ministry  of  Housing,  seeks  to  rejuvenate  the  downtown  cores  of 
smaller  centres  which  have  deteriorted  with  age  or  under  falling 
sales  caused  by  surrounding  malls.  The  Province  recovers  the 
amount  of  the  loan  plus  10  per  cent. 

(x)  Regional  Air  Service 

The  Ontario  Ministry  of  Transportation  and  Communications  will 
be  undertaking  a  major  study  of  Eastern  Ontario’s  air  service 
requirements.  The  study  will  define  the  level  of  air  service 
required  to  appropriately  meet  the  economic  and  social  needs  of 
the  region.  Not  only  will  the  study  focus  on  air  services  internal 
to  the  region  but  it  will  also  focus  on  the  air  traffic  demands  to 
and  from  adjacent  regions. 

The  purpose  of  the  study  is  to  recommend  the  degree,  if  any,  of 
government  involvement  in  providing  air  service  in  Eastern 
Ontario.  The  range  of  Provincial  government  involvement  in 
Eastern  Ontario  air  service  may  vary  from  forms  of  continued 
assistance  in  providing  capital  assistance  for  airport  facilities  and 
leaving  provision  of  air  service  to  the  private  sector  and  the 
demands  of  the  market,  to  partial  subsidization  of  private  air 
service  and  finally  to  direct  involvement  through  the  Provincial 
Government's  Norontair  air  service  providing  regularly  scheduled 
flights. 
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A  previous  MTC  study  has  already  identified  a  number  of  Eastern 
Ontario  communities  requiring  capital  assistance  for  improved 
airport  facilities.  These  communities  are:  Cornwall,  Kingston, 
Smiths  Falls,  Brockville  and  the  Belleville-Trenton  area. 
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